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JAPAN’S ECONOMY AND THE WAR IN CHINA 


WITH the fall of Canton and Hankow all the great centres of 
Chinese economic life have passed into Japanese hands. The 
present 1s, therefore, a suitable time to review the cost of the war 
to Japan and the value of the Chinese resources which have come 
under Japanese control. 

Japanese Government expenditure has risen from 2,300 million 
yen! in 1936-7 to over 8,000 million yen in 1938-g—more than half 
the total national income. The special war appropriations for the 
period up till March, 1939, exceed 7,000 million yen (£400 millions). 
The growing importance of State military expenditure is reflected 
in the rapid expansion in the output of capital goods, the index of 
which rose from 100 in 1930 to 262 in 1937 and 299 in June, 1938, 
at a time when the output of consumption goods, after rising from 
100 to 155, had fallen back to 136. 

Whilst State expenditure has increased from 2,300 to over 
8,000 million yen, revenue has only risen from 1,600 to perhaps 
2,000 million yen. It is, therefore, clear that at least 75 per cent. 
of the current financial year’s expenditure will have to be financed 
by means of loans ; and it seems inevitable that the internal national 
debt, which stood at about 10,000 million yen before the war, will 
reach double that figure next year. 

In spite of these enormous budget deficits, there are as yet 
no serious signs of inflation. The note circulation has, however, 
risen from 1,570 million yen in September, 1937 to 1,931 million 
en in September, 1938; whilst in the same period the index of 
he cost of living in Tokyo has risen from 99 to 115. Wholesale 
prices have also risen, at a time when world prices have been falling. 

Even more severe than this internal strain on the yen has 
een the external strain, due to the record volume of imports in 

937. Exports too attained a record level, but the import surplus 

600 million yen was higher than in any year except 1924, the 
ear of restocking after the great earthquake. The real deficit was 
ven larger, since Japanese trade with Manchukuo showed a nominal 
Export surplus of over 300 million yen, which actually yielded no 
oreign exchange. In 1938 a balance between imports and exports 
Was re-established by means of drastic restrictions of imports— 
ncluding a ban on the import of raw cotton for use in manufactures 


‘or domestic consumption. Imports were reduced from 3,027 
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hillion yen in the first nine months of 1937 to 2,002 in 1938, whilst 
xports fell from 2,308 to 1,900 millions. Moreover, these figures 
gain included a large but unproductive export surplus to Manchukuo 


je. also to North China, now also included in the “‘ yen bloc.” 


Gold exports had meanwhile occurred amounting, to judge 
y American statistics of gold imports from Japan, to over 1,000 
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million yen. In the same period the Bank of Japan’s gold reserve 
had fallen from 548 to 446 million yen, being revalued in August. 
1937, at 1,200 million yen, of w hich 400 millions were allocated to 
an Exchange Equalisation Account and (a year later) 300 millions 
toa Revolving Exchange Fund to finance the import of raw materials 
required by export industries. It is thought that a great part of 
both these Funds must by now have been shipped abroad in order 
to maintain the external value of the yen. 

There remain two other sources of gold supply—foreign invest. 
ments, of which a great part must already have been realised ; and 
domestic output in Japan and Korea, which might rise to about 
250 million yen a year. 

The cost of the war to Japan is, therefore, reflected in various 
indices. Budgetary expenditure has quadrupled, and now repre- 
sents over half the national income. The national debt will soon 
have doubled and will actually exceed the national income. The 
Bank of Japan’s note circulation has risen by 25 per cent. and the 
cost of living by 15 per cent. The import surplus attained a record 
level in 1937. Finally, gold exports have greatly reduced the Bank 
of Japan’s gold reserve. 

Such indices are striking and important. But the significance 
of some of them should not be exaggerated. France’s Government, 
too, is spending over half the national income, whilst the totalitarian 
Governments must be spending considerably more. Great Britain's 
national debt is practically double her national income. Finally 
Germany lost virtually all her gold in 1933—and proceeded t 
develop her foreign trade very effectively on a barter basis. 
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If, as seems probable, Japan can avert an immediate economic 
and financial collapse, she will have time to benefit from her newly- 
acquired control of China’s immense resources. It is, therefore, 
important to examine how far those resources could supply Japan: 
deficiencies in foodstuffs and raw materials. 

Japan is virtually self-sufficient in foodstuffs, but very depen- 
dent upon imports of industrial raw materials. Over half the tot 
national expenditure on food is accounted for by rice, of whicl 
Japan can supply go per cent. of her requirements, while Korea ani 
Formosa more than make good the deficit. Some soya beans havé 
to be imported, but of these Manchukuo supplies more than enoug) 

As regards other requirements, there are abundant fish withij 

reach ; Japan can grow her own barley ; and Formosa can provit 

sufficient sugar. 

The situation as regards raw materials is far more difficult 
The great majority of industrial countries share Japan’s lack 0 
cotton, wool, oil, and rubber, while she has nearly sufficient coppe 
and timber. On the other hand, her shortage of iron ore, cokin 
coal, and industrial salt is exceptionally pronounced and serious 
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As regards these three materials, Manchukuo has extensive 
coal reserves, but only a fraction of these consist of coking coal. 
The immense coal reserves in North China (particularly Shansi) 
should, therefore, be very valuable. Indeed, the output of the 
Kailan mines in which British capital is interested has already 
been expanded. In the same way Manchukuo has considerable 
iron ore reserves, but these are very low-grade and expensive to 
mine, in striking contrast with the high-grade Chinese reserves in 
the Yangtze valley and the north (Chahar). The salt deposits in 
North China are also of particular value, since Japan, unlike most 
European countries, has no reserves of rock salt on which to base 
her chemical industry. 

As regards textile fibres China, like Japan, is a large producer 
of silk. Her output of raw cotton, too, is only exceeded by the 
United States and India. But the season in North China is rather 
too short, and it would take several years to improve the quality 
of the cotton sufficiently to supply Japan’s requirements. Similarly, 
Mongolian wool is too coarse for general purposes, being chiefly 
used in carpets, and in any case the supply is quite inadequate. 

Of the metals other than iron ore, tungsten, antimony, and 
tin are present in large quantities in South China, and there is some 
zinc and manganese. But the supply of lead, bauxite, and nickel, 
and various steel alloys is quite inadequate. 

Finally, as regards fertilisers, Japan has sufficient synthetic 
nitrate plants, but cannot get potash or phosphates from the East 
Asian bloc apart from a small supply of phosphates from her 
Mandated territories. On the other hand, some at least of her 
fertiliser requirements can be met by imports of soya bean cake 
from Manchukuo. 

An economic bloc including Japan, Manchukuo, and China 
should, therefore, be self-sufficient in foodstuffs and in coal, iron, 
salt, timber, tin, tungsten, vegetable oils, and certain other materials. 
But it would be partly deficient in cotton (at least for some time), 
copper, zinc, and phosphates, and completely dependent on outside 
supplies of oil, wool, rubber, potash, lead, bauxite, nickel, and 
certain other steel alloys. 

In the long run the lack of textile fibres and possibly also of oil 
and rubber might be satisfied by synthetic production. Meanwhile, 
the nearest sources of supply for oil are Dutch and British Borneo 
supplies from Russian Sakhalin being quite inadequate), for rubber, 
British Malaya and the Dutch East Indies, for wool, Australia, and 
lor cotton, the United States and India. 

Any development of a Japan-Manchukuo-China bloc must 
particularly affect the United States, which has hitherto held the 
largest share of both Japanese and Chinese trade. Indeed, so 
large is the exchange of American raw cotton, oil, scrap iron, and 
manufactures for Japanese raw silk and other products that Japan 
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takes third place in the United States’ import and export trade, 
being only exceeded by Canada and the United Kingdom. The 
British Empire trade is less affected—though sales of Indian cotton 
and Australian wool and the entrepot trade of Hong Kong and 
Malaya are directly concerned. But indirectly the British Empire 
is even more affected than the United States. For of the total 
foreign investments in China of perhaps £500 millions, £250 millions 
are British, and no more than £40 millions American. 





MR. CHAMBERLAIN’S SPEECH TO THE FOREIGN 
PRESS ASSOCIATION 


ON December 13 Mr. Chamberlain spoke on foreign policy at a dinner 
of the Foreign Press Association, and the speech was broadcast on home 
and Empire wavelengths, relayed by the American broadcasting com- 
panies, and also transmitted to other countries. 

Mr. Chamberlain said his aim in the conduct of foreign policy had 
been consistent. As he saw it, only two alternatives were open to them— 
to make up their minds that war was inevitable, or “a prolonged and 
determined effort to eradicate the possible causes of war, and to try out 
the methods of personal contact and discussion, while at the same time 
proceeding steadily with such rearmament as was necessary to restore 
the power of defence which we had voluntarily abandoned for a period of 
many years.” 

He believed that only a small minority in the country sincerely 
believed in the first of those alternatives; “‘I did not take that view 
myself,” he declared, “ and I do not take it now.”” Consequences of the 
kind that faced them ought never to be incurred unless every honourable 
alternative had been tried and found impossible. Thus it was that he 
had chosen his own course. The goal was not only peace, but confidence 
that peace could be maintained. The checks and disappointments he 
had received neither disheartened nor deterred him, and he confessed he 
was astonished at the pessimism of some of the Government's critics. 

The Government had been active in pursuit of his aim, and had been 
successful in that they had concluded in less than 12 months 5 majo! 
international agreements—with Eire, with Italy, and with the U.S.A 
and the Munich Agreement, followed by the Anglo-German Declaration 
Surely, that achievement called for satisfaction, not pessimism. 

There had been some criticism of the Munich Agreement, but he 
maintained that the results of such meetings were not to be assessed 1 
terms of victory or defeat. The dread alternative to that agreement 
must be remembered, and with it the sigh of thankfulness that went up 
from the whole world when war was averted. He went on: “ Do you 
think those days are forgotten ? I do not believe it. I must deplore the 
present attitude of the German press, which in one case has not scrupled 
to pour out its vituperation against our most respected statesman, himself 


1234 





onl 
has 
I ar 
rect 
got 


bet 


wou 
our 
be p 
othe 
to ct 


sense 


ters 

stant 

Nazi. 
a sys 

to th 
indiv 
really 
insup 
conce 
] 
seem 
ferred 
“ His 
remal 
sudde 
inevit 
carefu 
of asi 
tions ; 
H 
bound 
“Whi 
any gt 
that w 
1 
whom 
them | 
our pr 
onfide 
He 
than hi 
the res 
to the 

No one 
ment t] 


In 
of min 
It was 


ade, 
The 
tton 
and 
pire 
otal 
ions 


N 


inner 
1ome 
com- 


had 
-m— 

and 
7 out 
time 
store 
od of 


erely 
view 
if the 
rable 
at he 
lence 
ts he 
od he 
ics. 


been 


upled 
mself 


7 


only recently the Prime Minister of this country, and which in few cases 
has shown much desire to understand our point of view. Nevertheless, 
I am convinced that the wish of our two peoples remains still as it was 
recorded in the Munich Declaration—namely, that never again should we 
eo to war with one another, but that we should deal with any differences 
between us by the method of consultation.” 

Turning to his visit to Rome he deprecated speculation as to who 
would be the winner and who the loser in the discussions. ‘‘ It has been 
our hope,” he said, “‘ that we might find an atmosphere in which it could 
be possible by personal interchange of thought better to understand each 
other’s point of view, and, by establishing a greater mutual confidence, 
to co-operate in one way or another in further steps towards the general 
sense of stability and security.” 

Mr. Chamberlain then remarked that he was told that in some quar- 
ters it was supposed that because he advocated coming to an under- 
standing with dictator countries he must, therefore, favour their system of 
Nazism or Fascism. “‘If,’’ he said, “‘ that means that I should favour such 
asystem for my own country the contrary is the case. Tome, as, I believe, 
to the vast majority of my countrymen, the complete subordination of 
individual independence to something which is called the State, but which 
really only means those who for the time being rule the State, would be 
insupportable, because it runs counter to all our most fundamental 
conceptions of human society.”’ 

But he recognized that those ideas were not held universally, and it 
seemed neither useful nor desirable to criticize others because they pre- 
ferred systems which would not suit English people, but did suit them. 
“History teaches us,” he added, “that no form of government ever 
remains the same. The change may come by slow degrees or it may come 
suddenly like an explosion. But change, in one form or another, is 
inevitable, and it would seem to follow, therefore, that we should be 
careful not to shut ourselves off from contact with any country on account 
of a system which in the course of time may well undergo such modifica- 
tions as to render it very different from what it is to-day.” 

He then referred to British rearmament, pointing out that they were 
bound to take all steps necessary to fill deficiencies in their defence. 
“ While,” he said, “‘ we are always ready to discuss in a reasonable spirit 
any grievances or injustices that may be alleged to exist, it is to reason 
that we are prepared to listen, and not to force.” 

They had obligations, not only to their own people, but to those for 
whom they were responsible in the British Empire and to allies bound to 
them by treaty, and “those obligations we must be ready to fulfil, and 
our preparations are now so far advanced as to enable us to say with 
‘onfidence that we are in a position to do so.” 

He wished to repeat, however, that no one recognized more fully 
than he did that the process of piling up armaments must in time exhaust 
the resources of any nation, resources which should properly be devoted 
to the advancement of the prosperity and happiness of its own people. 
No one, therefore, would more gladly join in any international arrange- 
ment that would limit or reduce armaments by mutual agreement. 

In conclusion, Mr. Chamberlain deplored the absence of that peace 
of mind without which no material comforts could bring satisfaction. 
It was this which to-day weighed upon the world, and in its turn, by 
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destroying confidence, prevented them from reaping the material advan- 
tages to which human progress in mastering the forces of nature should 
entitle them. He appealed to his audience to realize that “ our aim 
should be the happiness of all our peoples, and that that happiness can 
only be attained if we are willing to lay aside suspicion and prejudice, 
to cease looking for points of differences, and to search instead for points 
of agreement.” 

Not many generations back they had been at war with America: 
to-day such a conflict has passed beyond the bounds of possibility, 
In his own life-time they had been within an ace of war with France 
to-day such a catastrophe seemed as remote as war with America—“ in 
fact, our relations with France are so close as to pass beyond mere legal 
obligations, since they are founded on identity of interest. If we have 
succeeded, then, in reducing the field of possible wars thus far, ‘is there 
any reason why we should not carry it further until we can attain such a 
general sense of security that all of us can lay aside our weapons . . .? 
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BRITISH GOVERNMENT STATEMENTS OF 
DECEMBER 19 


SPEAKING on an Opposition motion of no confidence in the Govern- 
ment’s foreign policy, Mr. Chamberlain referred to his forthcoming visit 
to Rome, and said it was true a certain amount of assistance had been 
given in men and material to both sides in Spain in recent months, and 
on General Franco’s side some of this assistance appeared to have come 
from Italy. The charges, however, that the pledges given them by th 
Italian Government had been broken were, to the best of his belief, not 
well founded. 

The information in their possession did not lead them to suppost 
that the men who were being sent to Spain since last October as replace- 
ments had ameunted to as many as 200, and, that being so, they could 
not say that there had been any increase in the Italian effectives there 
since October. 

As to the granting of belligerent rights, he said that, as had been 
frequently stated, “‘ so long as there are foreign troops in Spain, and so 
long as no other solution has been found for the Spanish question but 
that which is involved in the Non-Intervention Plan, the Government 
do not propose to grant belligerent rights to the parties in Spain other 
than in accordance with the Non-Intervention Plan itself.’’ 

As he had said before, he was not going to Rome with any fixed 
agenda or with the expectation of bringing back any new specific agree- 
ment, but to exchange views with the Italian Governmert upon all ‘ 
any matters of common interest. 

Turning to Germany, Mr. Chamberlain said that during the 20 yeals 
since the War “ we have come to realise that in the post-War period the 
treatment of the German people was neither generous nor wise. With thi 
passage of time has come to us a recognition of their great qualities, and 
a strong desire to see them co-operating in the restoration of Europea! 

civilization. There is no spirit of vindictiveness here. There is no desire 
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to hamper their development or to cramp their tremendous vitality 
as a nation.” 

He wished to give an assurance that in England there was an earnest 
and constant desire that the peoples of Britain and Germany should 
find means of co-operating in removing the menace of war. But it was 
not enough for them to express that desire, and “‘ I am still waiting,’”’ he 
went on, “ for a sign from those who speak for the German people that 
they share this desire and that they are prepared to make their con- 
tribution to the peace which would help them as much as it would help 
us. 

So long as others were going on arming day and night, they were 
bound to do the same, because, “ although reason is the finest weapon 
in the world to combat reason, it has little chance to assert itself where 
force is supreme. It would be a tragic blunder to mistake our love of 
peace and our faculty for compromise for weakness . . .” 

Concluding with a reference to China, he said that, in principle, the 
Government would be very glad, if it were found possible, to facilitate 
certain U.K. exports to China in the same way (as was being done by the 
grant of credits by the U.S.A.) and that would be a question that would be 
considered sympathetically when the Export Credits Bill had been passed. 

Sir John Simon replied to the debate, and said he wished to repeat 
what he said in October, that the first reason why they might defend the 
Munich Agreement was that that Agreement was right. “It was trans- 
ferring an area which ought not to have been included in Czechoslovakia 
toa community in closer racial sympathy with the area than the Czecho- 
slovakians could possibly be... What we were really engaged in 
doing therefore was correcting one of the mistakes of the Peace Treaty.”’ 


THE SUEZ CANAL COMPANY 


IT has recently been suggested in the Italian and German press that 
the status of the Suez Canal Company should be revised, putting the 
administration of the Canal on an international basis, and that the finan- 
cial burden to Italy should be decreased either by lowering the dues or 
by giving Italy a share in the profits. Although no official notification 
of those claims has been put forward, Italy’s new East African Empire 
gives her a greater interest than hitherto in the management of the Canal, 
and the possibility of negotiations on the above basis being opened has 
been much discussed. 

The Suez Canal Company (Société Universelle du Canal Maritime 
de Suez) was officially constituted on December 15, 1856, in virtue of two 
concessions granted by the Viceroy of Egypt to Ferdinand de Lesseps 
on November 30, 1854, and January 5, 1855.1 It was specified, in Clause 
24 of the Statutes, that “‘ the affairs of the Company were to be placed 
under the management of a Board consisting of members representing 
the principal nations interested in the enterprise.” 

It was also intended that the finances of the Company should be 
representative of the international character of the enterprise. When 





(1) Finally confirmed by the Sultan of Turkey in 1866, 
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an appeal for capital was floated in 1858, however, French capitalists 
were alone in their enthusiasm for the scheme, eventually subscribing 
for 52 per cent. of the 400,000 shares, whereas Spain took up 4,161, and 
Italy only 2,719. The remaining 44 per cent. was subscribed by the 
Egyptian Government. 

The opposition shown by the British Government during the early 
years of the enterprise changed to one of support when it became clear 
that, instead of being one of “ the greatest and most remarkable attempts 
at delusion,”? the Canal was a highway of supreme importance to the 
British Empire. Fortunately for Great Britain the financial embarrass- 
ment of the Khedive in 1875 enabled Disraeli to take over his 176,602 
shares on behalf of the British Government, at a cost of £4,076,622.? 

The Suez Canal is, therefore, controlled by a private company, 44 
per cent. of whose shares are held by the British Government, the remain- 
ing 56 per cent. being in individual, and, for the most part French, hands. 
The Company is registered under Egyptian law as an Egyptian company, 
and the executive work is done in Egypt itself. The Company’s agent 
there is directly responsible to the Board in Paris, the administrative 
headquarters of the Company, for everything in connection with the 
Canal. The Board of Directors consists of nineteen French, ten British 
(of whom three are appointed by the Government and seven chosen by 
shipowners by agreement), two Egyptian, and one Dutch representative. 

The existing Concession expires in 1968, when the Canal will revert 
to the Egyptian Government, and increasing emphasis is being placed 
on the interest of the Egyptian Government in the management of the 
Canal. An Agreement concluded in 1937* between the Suez Canal 
Company and Egypt provided for the appointment of two Egyptian 
directors to the Board, the annual payment of {E300,000 by the Company 
to the Egyptian Government, the reconstruction of the Port Said-Suez 
road (at a cost not to exceed {E300,000), and an increase to 33 per cent. 
of the Egyptian quota of employees. 

The Company has, in the last few years, pursued a policy of reduc- 
tion of transit dues, which are now 5s. gd. per ton for vessels with cargo 
and 2s. ro}d. per ton for vessels in ballast, compared with 7s. 6d. and 
3s. gd. respectively at the beginning of 1936. During 1937 47-3 per cent. 
of the dues were paid by Great Britain, as against 16-1 per cent. by Italy.‘ 
Italy’s proportion had increased from 6-6 per cent. in 1934 to 18-5 per 
cent. and 20-2 per cent. in 1935 and 1936 respectively. This startling 
increase was due to abnormal military transport during the [Italo- 
Ethiopian war, and the figures for the first nine months of 1938 (13 per 
cent.) continue the decrease registered last year. The corresponding 
figure for Great Britain, however, shows an increase to 50 per cent. | 

Ownership of shares in the Suez Canal Company yields no preferentia! 
treatment for users of the Canal, and if the burden is heavy for the 
Italians it is more than doubly so for the British. The italians argue, 
however, that the British receive a certain compensation in their yearly 





(1) Lord Palmerston, August 23, 1860. 

(2) The value of these shares was estimated in March, 1938, at £46,396,999- 

(3) This was a revision of the Agreement conciuded immediately before ins 
Fuad’s death, April 29, 1936. 

(4) Corresponding figure for Germany was 9-1 per cent., Netherlands 7°7 
per cent., and France 5-0 per cent. 
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dividend.t_ The Germans, in addition, state that the fact that 30 per 
cent. of the receipts cover the Company’s expenses shows that the dues 
are too high.? 

The neutrality of the Canal is guaranteed by the Convention of 1888, 
and no alteration in the status can be achieved without the consent of 
all the signatories and of Egypt.* The British and Italian Governments 
reaffirmed their intention always to respect and abide by the provisions 
of the Convention, as it is at present in force, in the Agreement signed 
on April 16, 1938. 

Despite the fact that the Company is a private one, therefore, the 
Canal is already on an international basis, by virtue of the guarantee of 
its neutrality, and the Italian fear that in time of emergency the Canal 
might be closed to them was not realised when, despite the application 
of sanctions, the Canal remained open for the passage of troops during 
the Italo-Ethiopian war. Moreover, in the event of a general war the 
ability to close the Canal would depend on naval control over the ap- 
proaches to it, and not to the possession of a seat on the Administrative 
Board of the Canal Company. 

Any change in the status of the Suez Canal Company lies primarily 
with the Egyptian Government, which granted the concession. Since the 
Canal will be one of the chief sources of revenue of the Egyptian Govern- 
ment, it is unlikely that the Egyptians will welcome any attempt to depress 
the dues to an uneconomic level. The constant repair and enlargement 


of the Canal, it is felt, necessitates a fairly high tariff rate. 
L.G. 





FORTHCOMING EVENTS 
1939 
January 16 ..- *ro4th Session of the League Council ... Geneva 
March 27 ..- *Committee of Experts on Slavery ... ... Geneva 
Juner ... ... “Permanent Mandates Commission ... ... Geneva 
June 26... ... International ChamberofCommerce Congress Copenhagen 


August 27 ... Inter-Parliamentary Union Conference ... Oslo 


* League of Nations or International Labour Office. 


1) The dividend for 1937 amounted to £1,975,658. 

(2) Vélkischer Beobachter, quoted in Manchester Guardian, December 14, 1938. 

3) See Bulletin of International News, Vol. xii, No. 3, August 17, 1935, for an 
examination of the terms of the Convention. 
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I2 
CHRONOLOGY 


Australia 

Dec. 14.—Mr. Lyons, speaking at Adelaide, pointed out that in the 
event of war Australia could not contemplate the isolation she possessed 
in 1914. It was imperative that she should lighten Great Britain's 
load, and national service for home duty must be a primary necessity. 
The Government were determined Australia should not be the Achilles’ 
heel in the scheme of Empire defence. She preferred to stand with the 
Empire rather than fall in isolation. 

Dec. 21.—The Attorney-General made a statement warning water- 
side workers who had refused to load iron for Japan that their action 
was unjustifiably provocative, and might cause international repercus- 
sions. If there was to be an embargo it must be imposed by the Govern. 
ment, who were responsible for the control of external affairs. 

Nations like Japan, accustomed to a high degree of authority in 
their Governments, had difficulty in understanding how in Australia on 
policy was announced by the Government and another was acted upon 


by a section of the people. 
Belgium 
Dec. 13.—The Senate approved the appointment of an agent t 


Burgos. 


Balgaria 


Dec. 10..-A Trade Agreement with France was initialled at Sofia 
providing for an increase of trade and a revival of French investments 
in Bulgarian industry. 


Burma 
Dec. 22.—A state of emergency was declared, following the outbreak 
of a civil disobedience movement. 


Canada 

Dec. 22.—The Prime Minister announced that the Government 
had asked the British Ambassador in Rome to notify the Italian Govern- 
ment that they recognised the King as Emperor of Ethiopia. 


China 
EXTERNAL AFFAIRS. 

Dec. 15.—Credit for purchase of farm goods, etc., from the U.>.A. 
(See U.S.A., External Affairs.) 

Dec. 16.—New Ambassador’s statement to Herr Hitler ve trac 
relations with Germany. (See Germany, External Affairs.) 

Dec. 19.—U.S. Secretary of the Treasury’s statement re Chinas 
borrowing powers. (See U.S.A., External Affairs.) 

Dec. 20.—The Japanese-sponsored Kwangtung Provisional Govern 
ment was installed in Canton, under the chairmanship of Admiral Pang 


Tung-yuan. 
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Dec. 22.—The United Council of Provisional Reform Governments 
opened its session in Peking and dealt with Customs matters and the 
cotton trade. 

Dec. 24.—A Foreign Office spokesman in Chungking declared that 
Prince Konoe’s statement showed that Japan’s policy of destroying 
Chinese independence and integrity and closing the “open door”’ re- 
mained unchanged. His declared objects (continued military operations, 
stationing of troops, consolidation of the puppet régimes, etc.) falsified 
the Japanese Government’s avowed intention to respect China's 
sovereignty. 

The demand of rights of domicile and trade might appear harmless, 
but if one considered the presence of troops and their domination over 
puppet Governments it was clear Japan was intent on using military 
force and bogus régimes to push a comprehensive scheme of ecomonic 
penetration exclusively for Japan’s own benefit. This line of action 
was identical with that followed in Manchuria. 

The declaration as to not wishing to monopolize economic rights 
was merely intended to ease the international atmosphere, and the 
leclaration was not to be trusted. 


Sino-Japanese War 


PROGRESS OF HOSTILITIES. 
North China. 

Dec. 20.—Reports were current in Peking that 5 Japanese divisions 
had been moved from North China to Manchukuo owing to the situation 
on the Soviet border. This had prevented the development of operations 
to be directed against Lanchow, through Ninghsia, for which 30,000 
roops had recently come from Japan. (The operations aimed at cutting 
he supply route for arms, etc., from Russia.) 


South China. 


c. 17.—The Chinese reoccupied Tamshui and Pingshan, west of 
jias Bay. The Japanese confined themselves to bombing raids on 
haoking and other places on the West River and in the area south 
it Canton. 

Dec. 18.—Chinese aircraft bombed the suburbs of Canton. 

Dec. 1g.—Japanese raids were made on the harbour defence works 
t Pakhoi, the area west of Macao, towns on the West River, and the 
anton-Hankow railway. 

Dec, 20.—Japanese warships seized 17 fishing junks off Hong-kong. 


FOREIGN INTERESTS. 
Dec. 16.—The Japanese at Tientsin imposed further restrictions on 


a@@° movements of foreigners in the areas under their control. 


_ The Japanese spokesman in Shanghai denied knowledge of any 
ction between the Japanese and the French at Hankow, but undertook 
enquire into reports that the French Concession had been deprived 
water and fresh food supplies. 
Dec. 17,—The Japanese at Tientsin, on the ground that the attitude 
the British and French Concessions was ‘‘ non-co-operative,”’ stopped 
¢ supply of fresh food, turned back rickshaws, and searched pedestrians 
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and vehicles entering and leaving the foreign areas. (The Japanese had 
been complaining of the activities of anti-Japanese and pro-Communist 
elements in the city.) 

A committee of business men in Shanghai held a discussion with 
the British Ambassador and the C.-in-C. of the China Station on the 
question of British interests. The committee agreed unanimously that 
‘a policy of laissez-faire, passive resistance, or co-operation with the 
Japanese ” would bring the destruction of British interests as the only 
result. They advocated retaliatory action, and emphasized that whatever 
the British Government intended to do must be done quickly. 

They requested ‘‘ immediate and definite advice ’’ of the Govern- 
ment’s plans. 

Dec. 18.—The Japanese imposed further restrictions at Hankow, 
and prevented foreigners from taking their own foodstuffs into the French 
Concession. The foreign residents protested publicly. 

At Tientsin the Japanese increased the interference with life in the 
Concessions, on the ground that the authorities there had refused to hand 
over $50 million of silver stored in those areas in the name of the Chinese 
Government and had refused to hand over without a prima facie case 
against them any Chinese whom the Japanese might denounce as 
conducting activities against them. 

On the pretext of searching for suspects the Japanese barricaded 
the , rincipal streets leading to the Concessions, searching both Chinese 
and foreigners, and stopping many Chinese altogether. 

Dec. 19.—A British sloop was ordered to Tientsin. 

Four British gunboats left Hankow escorted by Japanese warships 

Dec. 20.—Business conditions in Tientsin were described as chaoti 
owing to Japanese blockade of the British and French Concessions, 
but the Japanese spokesman in Peking stated that unless the Chinese 
wanted by them were handed over no improvement could be expected 

Dec. 21.—Following protests by the British and French Consul- 
Generals at Tientsin the Japanese relaxed the restrictions on the Con- 
cessions, and at Hankow also conditions were reported to have improved 
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Czechoslovakia 

Dec. 13.—The Prime Minister, outlining the Government’s policy in 
the Chamber, expressed the hope that Germany would understand the 
psychological difficulty experienced by many Czechs in forgetting recent 
events immediately, but said these difficulties must be overcome. They 
desired a policy of good neighbourliness with Poland and Hungary, an¢ 













relations with Italy were developing satisfactorily. Czechoslovakia, he the est 
said, remembered with the greatest satisfaction the loyalty of her partnersgj r 
in the Little Entente during the recent crisis. v thorou 
As to the financial position, they would do their utmost to stabilizgf err d 

the Budget. The settlement of the Czech refugees in their new frontiers would ; 
would need a lot of money, and refugees who were not Czechs could no It 
expect to receive help. Those Jews who had lived for a long time in the Under y 
country and had a positive attitude towards the Czechoslovak peoplal Slovaki. 
would not be treated in a hostile way. _ Th 
The Enabling Act was introduced into Parliament in a revised fort Ane 

¢ itler 





acceptable to the Slovaks. It gave the President of the Republic pow4 
to alter the Constitution and issue emergency laws, except in cas 





Po] 
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affecting Slovak autonomy, which would have to be referred to the 
Slovak Diet and agreed to by it. 

The Deputy Prime Minister of Slovakia declared that Slovakia now 
had nothing in common with the Czechs except the President, foreign 
afiairs, finances, and national defence. 

Hungarian irregulars were reported to have crossed the frontier and 
fired on a military patrol, causing casualties. 

The Government received from the Soviet Minister a protest against 
the favourable attitude adopted by the press towards the autonomist 
movement in the Ukraine. The Minister described it as an unfriendly 
act. 

Dec. 14.—The Enabling Act was passed by 148 votes to 16. During 
the debate before the vote a former Minister attacked the activities of the 
Slovak Government, which he described as illegal and unconstitutional. 

Herr Kundt, the Sudeten Deputy, said the Germans were ready to 
support the Cabinet, but a Fascist Deputy refused to vote for a Bill 
“ eranting more power to the President than the Austrian Emperor ever 
enjoyed.” 

Conditions in Teschen were reported to be unsetted. Frontier 
traffic had been stopped by the Polish authorities, who were stated to 
have evacuated a large number of factories in the district, and removed 
plant, etc., into the interior. The treatment oi the Czech and German 
minorities in Teschen was reported to be very harsh. 

Dec. 16.—A preliminary economic and commercial agreement with 
Germany was signed in Prague. 

Dec. 17.—German military observers arrived at Bratislava and 
Hust, and at the latter town (the capital of Carpatho-Russia) a recently 
opened German Consulate-General was reported to be very active. 

Dec. 18.—Elections for the Slovak Diet were held, and resulted in 
the Government list obtaining about 95 of the votes cast. The 150,000 
Czech and 50,000 Jewish inhabitants had not been allowed to nominate 
any candidates, and the Jews had to place their ballot papers in a 
separate urn. 

It was understood that the Hlinka Guards were being reorganized, 
and would include all the male population between the ages of 6 and 60. 

The Government received from the Polish Government a memo. 
drawing attention to the existence and activities of “ certain organiza- 
tions’ in Czechoslovakia, and warning them that a continuance of these 
conditions might have a detrimental effect on relations with Poland. 
(The organizations were understood to be working in connection with 
the establishment of an independent Ukrainian State.) 

The Government announced that the Polish complaint would be 
thoroughly investigated, and stated that they had repeatedly expressed 
their desire to establish sincere relations with all their neighbours and 
would not tolerate any irredendist activities against a foreign country. 

It was stated in Prague that it was true a Ukrainian movement was 


ander way in Ruthenia, but it was fomented from Germany, not Czecho- 
am slovakia. 


(he press bureau of the Leader of the German minority announced 
the coming formation of the German Nazi Party of Czechoslovakia, with 
a Hitler Youth and other appendages. 

Polish press references to the Ukraine agitation. (See Poland.) 
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Publication of Blue book with Protocols determining the new 
frontier with Germany. (See Great Britain. External Affairs.) 

Dec. 19.—It was announced officially that Hungarian terrorists had 
crossed the frontier the previous evening and hidden in the village of 
Slanec, which they had seized in the morning, after killing two Customs 
guards. E 
Troops had cleared several small villages which had also been 
occupied by Hungarian irregulars, and were dealing with Slanec. 

Dec. 20.—It was declared in Prague that the Hungarian irregulars 
responsible for the clash 2 days before were supported from over the 
border, and intended to seize four villages and the Slovak portion of the 
railway line from Kassa to Ungvar. 

Dec. 22.—Signature of agreement ve legal questions with Germany. 














of 








(See Germany. External Affairs.) 

The Minister of Education informed the Jewish professors of the 
German University in Prague and of German technical schools that they 
were being given leave, and would be pensioned on January I. / 

Dec. 23.—A decree, based on the Enabling Law, disbanded the 


Communist Party and confiscated its property. 
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The Youth Organisation of the Party of National Union issued lie 
declarations demanding the immediate settlement of the Jewish problem | 
on lines almost identical with those under consideration in Hungary, , 
and aiming at the complete elimination of Jewish influence in publi ae 
life. 

Expulsion of Czechs from Poland. (See Poland.) The Government J 
received a protest from the Polish Minister against “anti-Polish terrorism,” -_ 
and the press campaign against Poland. 

00 
Danzig Free City “< 

Dec. 15.—It was reported, from Polish sources, that Nazi courses had 
for Ukrainians had been organized in the City, and that 65 persons were § by 7 
being trained as agitators and propagandists. On 

Dec. 20.—The Jewish community, numbering some 4,000, announced @ Uctc 
that it would emigrate in a body early in January. was. 

Dec. 26.—It was learnt that the Foreign Ministers of France, Great 
Britain, and Sweden, as members of the League Committee for Danzig, J Janu 
had received an appeal from the Executive Committee of the World 4 
Jewish Congress asking for measures to be taken in connection with the J of M 
persecution of the Danzig Jews. for tl 

Issue 
Egypt 1926. 

Dec. 13.—-The Council of Defence adopted a 5-year plan for reorganiza- Pie. 
tion of the Army in 4 divisions of 15 to 20 thousand men, at a total cost ilies 
of {19 million. A further £6 million was to be spent on aircraft, the... 
number of which would be raised to 500, and on the building of airfields ip 
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France 





INTERNAL AFFAIRS. 
Dec. 13.—-The Finance Committee of the Chamber approvec 
M. Reynaud’s plans for balancing the 1939 Budget, after making certal! 
adjustments. 
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Dec. 14.—The Minister of Marine told the Naval Committee of 
the Chamber that the Fleet was stronger than that of Italy. 

Dec. 15.—The Chamber began the Budget debate, but was told 
that no debate would be allowed on the Estimates for the Colonies, 
National Defence, Foreign Affairs, Agriculture, Labour, and Public 
Works. 

As finally established the Estimates showed Expenditure at 66,317 
millions (£380,870,000) and Receipts at 66,345 millions. 

Dec. 17.—An order was gazetted giving the Prime Minister complete 
control over all news broadcasts, whether transmitted from official or 
private stations. 

Dec. 19.—The Minister of Marine told the press that new warships 
of a tonnage of 300,000 would be ready for service early in 1942. During 
1939 the dockyards would be working on 130 vessels totalling 340,000 tons, 
including 4 battleships of 35,000 tons and 3 cruisers of 8,000 tons. 

A general report on the 1938 Budget was tabled. It showed a deficit 
of some 10,000 millions (£56 million) without allowing for the cost of 
mobilizing in September. On July 31, 1938, the internal national debt 
totalled 410,900 millions (£2,300 million) excluding the railway and the 
local debts. 

Dec. 21.—During the Chamber debate on the Finance Bill (incor- 
porating all M. Reynaud’s new taxes) the rapporteur of the Budget said 
the Finance Committee had accepted the taxes embodied in the Govern- 
ment’s decrees, which were expected to yield 10,500 millions of fresh 
revenue. 

The Committee had asked that all taxpayers earning less than 
6,000 francs a year should be exempt from the 2 per cent. wages tax. 

M. Reynaud said everyone agreed that taxes had to be increased, 
so what they were discussing was the incidence of the taxes. Since he 
had taken office deposits in the savings banks had exceeded withdrawals 
by 709 millions, and money had returned to France and been invested. 
On the Bourse there had been an unprecedented rise in prices. On 
October 25 the value of all registered Rentes had been 5,000 millions ; it 
Was now 7,500 millions. 

Industrial output was increasing, and the output of steel and coal. 
January would mark the beginning of a new era of economic prosperity. 

It was announced by the Finance Ministry that the 7 per cent. State 
of Morocco Railway Loan had been converted into 5 per cent. The lists 
lor the conversion loan had been closed the previous evening and the 
issue heavily over-subscribed. (The Loan was issued at Amsterdam in 
1926.) 

Dec. 22.—The Chamber, by 291 votes to 284, passed the crucial 
clause in the Finance Bill (Article 2) empowering the Government to 
collect all the taxes specified in the Budget. Later, the 2 per cent. 
tax on earned income, modified by exemptions for those earning less 
than 6,000 f., was passed by 323 votes to 265. 

A Socialist spokesman declared that his party would have to vote 
igainst Article 2 because they objected to the 2 per cent. tax on wages, 
and those on sugar and coffee. M. Reynaud replied that the details 
ol the 2 per cent. tax had to be considered quite apart from the authority 
siven to the Government to collect taxes in general. Were the Govern- 
ment to be allowed to collect taxes ?—that was the question. And as 
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no Government could allow that authority to be withheld he was bound 
to make Article 2 a question of confidence. 

M. Daladier, replying to Socialist charges that M. Reynaud had 
made a political question out of a purely technical matter, said no 
Government worthy of the name could fail to put the question of con- 
fidence in a vote of that character. 

The 284 opposition votes were made up of all the Communists and 
Socialists, 25 Socialist-Radicals, and most of the dissident Socialists, 

Dec. 23.—The Chamber, after an all-night debate approved the 
Budget by 366 votes to 229. 

During the debate, M. Daladier, who was charged with having 
broken all the promises made when the Front Populaire was formed, 
said that when he took office there were only 30 million francs in the 
Treasury, and the currency was threatened. His first duty was to the 
nation ; he quite agreed that the Budget had its faults—it imposed more 
burdens than they liked, but they were inevitable. 

Dec. 24.—The Socialist Party Conference opened in Paris. It failed 
to agree on the draft of a resolution incorporating the chief points in 
two motions submitted by M. Blum and M. Faure respectively. 

M. Blum’s draft, which received much more support than the other, 
stated that the Party must participate fully and without reserve in the 
defence of the country, and the national defences must be brought to 
the highest state of efficiency. 

Dec. 26.—In an appeal to party members, M. Blum begged them to 
face the facts. The League had not the authority to maintain peace, 
while, on the other side, was the Axis, and a Germany rearmed in spite 
of their desperate efforts. Czechoslovakia had become a vassal of 
Germany, and relations with Italy were more strained than ever. 

What was their policy to be? Could they withdraw from Central 
Europe? They must not forget that the world had been divided between 
themselves by the two dictators. Mussolini had been given the Mediter- 
ranean and North Africa. Hitler had already got much of his share, 
but Mussolini had not yet got anything. Therefore the policy of peace, 
the policy of surrender in Central Europe, meant the surrender of the 
Mediterranean to Mussolini. 


































EXTERNAL AFFAIRS. 


Dec. 10.—Initialling of Trade Agreement with Bulgaria. (Sve 
Bulgaria.) 

Dec. 13.—The Chamber ratified unanimously the Treaty of Friendship, 
Commerce, and Navigation with Siam signed on Dec. 7, 1937. 

Dec. 14.—M. Bonnet, in a statement to the Foreign Affairs Com- 
mittee of the Chamber, declared that the Government could not consider 
in any circumstances the cession of any territory in France, in the Colonies, 
or the Protectorates. As to the Italian claims, ‘‘ there cannot be the 
slightest equivocation,” he said. “‘ France will never agree to ceding 
an inch of her territory to Italy, and all attempts to realize such a claim 
could lead only to an armed conflict.”’ 

He emphasized that the entente with Great Britain had never been 
stronger, and repeated and associated himself with the words used b) 
M. Delbos to the Chamber on Dec. 4, 1936, regarding France’s determination 
to aid Britain if she were attacked without provocation. 
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M. Bonnet was also understood to have informed the Committee 
that Herr von Ribbentrop, when asked about Germany’s attitude towards 
the Italian claims, had replied that Germany stood by the Rome-Berlin 
axis, but that she had no direct interest in the Mediterranean. He had 
also stated that there were only 3,000 German volunteers in Spain. 


Dec. 16.—It was pointed out in Paris that Italian grievances regarding 
the Jibuti-Addis Ababa railway had been the subject of discussion at the 
beginning of 1937 and an agreement had been initialled providing for 
adjustments in the management of the line to suit the new situation 
resulting from the conquest of Abyssinia. But on March 20, 1937, the 
Italian Government had suddenly broken off negotiations, refused to 
accept the agreement, and announced their intention of doing without 
the port of Jibuti and of the railway to Addis Ababa. (The agreement 
had provided that both current funds and arrears of royalties and dividends 
should be handed over to the Italian Government on French recognition 
of Italian sovereignty in Ethiopia; pending that they were to be set 
aside on Italian account. Italy had claimed that the royalties and 
dividends formerly paid to the Abyssinian Government in return for the 
railway concession should come to her.) 

As to the Italian claim to the shares held by the Emperor, it was 
pointed out that a legal claim to these had been put forward by Haile 
Selassie on the ground that they were his private property, and not the 
property of the State. Until the Courts had given a decision in the case 
France could not legally transfer the shares to Italy. 

It was also pointed out, with regard to Tunis, that Count Ciano had, 
the previous Spring, expressed to the French Chargé d’Affaires his 
Government’s wish to carry out the 1935 Agreement except on some 
minor points, and had indicated that Italy would not be averse from 
ratifying it at an opportune moment. 

Dec. 19.—M. Bonnet, speaking in the Chamber debate on the 
Estimates of the Foreign Ministry, declared that the Government had 
done everything possible to re-establish normal relations with Italy ; 
they had therefore been surprised at the demonstrations in the Italian 
Chamber. It was only fair to say that the Italian Government had 
told them that they did not associate thevaselves with the demonstrations, 
and that they must not in any way be coasidered as an expression of their 
policy. ‘“‘ We have taken note of this declaration,” he added. 

M. Bonnet then repeated what he: had said to the Foreign Affairs 
Committee—that France would never agree to yield an inch of her 
territory to Italy. 

The Anglo-French Entente remained the basis of their diplomatic 
action; and he recalled again M. Delbos’ statement of Dec. 4, 1936, 
adding ‘‘ How could it be otherwise between two nations such as France 
and Great Britain, whose relations, to use Mr. Chamberlain’s expression, 
-are so close as to pass beyond mere legal obligations . . .’”’ 

Taking the Entente as their point of departure they then had to 
make their relations with neighbouring States as cordial as possible. 
They could not fail to recognize the significance of the Agreement signed 
with Germany. There was not a Frenchman who did not feel that the 
peace of Europe would be really safe if all antagonisms and misunder- 
standings with Germany were swept away. 

M. Bonnet also stated that there were already 200,000 refugees in 
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France. As to Spain, France remained faithful to the principle of non- 
intervention. 

Dec. 22.—Denunciation of Agreement of January 7, 1935. (See 
Italy. External Affairs.) 

M. Bonnet was understood to have told the British Ambassador that 
Signor Mussolini’s own words, on December 18, 1936, about the Agree- 
ment of January, 1935 were “ All African accounts have now been 
settled to the last farthing.” 

The Chamber unanimously passed a resolution refusing any con- 
cessions in regard to Jibuti. 

Dec. 24.—M. Lamoureux, a collaborator of M. Bonnet, issued a 
statement to the press declaring that the country’s position abroad must 
give cause for great anxiety. ‘‘ We shall,” he said, “ run four risks of 
war in Central Europe, being bound to Poland, Russia, Yugoslavia, and 
Rumania. In view of these dangers we ought to seek once more our 
liberty. France must concentrate upon herself and her colonies.” 

Dec. 26.—Note to Italian Government ve denunciation of 1935 
Agreement. (See Italy. External Affairs.) 

M. de Kerillis, in L’Epogue, accused sections of the press of accepting 
bribes from Germany to publish articles spreading German ideas. He 
quoted the U.S. Ambassador as having reported to Washington that the 
Germans spent over {2 million on this between March and September. 
M. Blum’s diagnosis of the foreign situation. (See Internal Affairs. 


















Germany 





INTERNAL AFFAIRS. 


Dec. 14.—The Minister of Finance issued an order permitting Jews 
to pay their dues against the 1,000 million mark fine by transferring to 
the State land and house property at a valuation corresponding to its 
“general value at the time.” 

The Minister of the Interior issued an order forbidding Jews to own 
carrier pigeons. The Chief of Police ordered a census of all gypsies in 
Germany to determine to what race they belonged. 

Dec. 15.—Herr Hitler, addressing a mass meeting of road workmen 
in Berlin at the opening of the 3,o0oth kilometre of Autobahnen, said, “ this 
régime of the German people’s commonwealth will never pass away. 
He disclosed that at one time about 400,000 men were working on the 
western fortifications, apart from Labour Service and soldiers, and 
‘precisely through this work has the unification of the German people, 
realized in the last few months, been made possible.”’ 

The construction of motor roads had played an important part in 
the economic recovery of the country, and the Nazi view that the solution 
of economic problems was a question of increasing production rather than 
of paying doles had been justified by the failure of other countries to 
abolish unemployment by devaluation of currencies. 

As to the food question, a further increase of production was nol 
possible. Germany was already producing proportionately more {rom 
























her soil than any other country, but there was a limit somewhere. 

Dr. Goebbels also addressed the workers, telling them that tl 
It was known that the foreign 
Ever\ 






German people had too little Lebensraum. 
press absolutely denied Germany’s right to possess colonies. 
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working man would understand that the solution of social problems in 
such a restricted sphere was harder than it would be if raw materials 
were available. 

Dec. 16.—The Nazi press estimated that some 70,000 Jews had left 
Austria since the Anschluss, the number there in March being estimated 
at 300,000, on the basis of the definition of Jews in the Nuremberg laws. 

Dec. 17.—Jews were forbidden to enter the offices of the Berlin 
Labour Exchange. A special Labour Exchange for them was opened in 
Neuk6lln. 

Dec. 19.—Dr. Todt was appointed Commissioner for Building, 
with plenary powers and a special mandate to reorganize the industry, 
taking into account the supply of raw materials and the use of labour. 

Herr Lange was appointed Commissioner for the Machinery Industry, 
to increase production in shipbuilding, and Colonel von Schell Commis- 
sioner for the Motor Industry, to simplify and standardize the number 
of types of lorries manufactured. 

Dr. Ley, in a Christmas message to the Labour Corps, declared 
that if the responsible men of 1gt0 and 1911 had carried on their negotia- 
tions with foreign countries in the way Herr Hitler had done there would 
probably have been no war, but if there had been Germany would 
certainly have won it. 

Thanking the workpeople who built the western fortifications, he 
said ““ you won a battle and, more than that, you won a war by preventing 
a war. You have preserved peace not only for Germany, but for the 
whole world.” 

He claimed that they had constructed in 5 months frontier defences 
for which I5 years were required elsewhere. 

Dec. 20.—Field-Marshal Géring authorized Herr Funk to take 
whatever measures he considered necessary to co-ordinate the organizations 
responsible for the carrying out of the Four-Year Plan. 

Dec. 23.—Nine hundred Viennese Jews were released from Dachau. 

Herr Streicher, as Gauleiter of Franconia, ordered the release of 
18 Communists from Dachau, on the ground that they had reformed. 

Dec. 24.—Herr Hess, in a broadcast, announced the award of medals 
to 3 million mothers with 4 or more children, as an expression of the 


a 
gratitude of the nation to the “ rich in children ’’ mother. 


EXTERNAL AFFAIRS. 

Dec. 13.—Statement by the Embassy in London re non-attendance 
at the Foreign Press dinner. (See Great Britain. External Affairs.) 

Semi-official statements in Berlin on the future of Memel emphasized 
that the Statute must be fulfilled completely, and that it was a question 
to be settled by Lithuania and Germany alone. It was no credit to the 
signatory Powers of the Statute that conditions had now been created in 
Which full observance of the Statute could be compelled. These condi- 
tions had been brought about by the Memellanders themselves and the 
increase in the authority of the German Motherland. 

The moral right of the signatory Powers to intervene was not 
admitted. 

A political spokesman in Berlin told representatives of the British 
press that German press attacks must not be regarded as an isolated 
lactor. One thing led to another. ‘If the British had not begun to talk 
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about the broken windows of Jewish shops in Germany we would not 
have alluded to Arab houses blown into the air,”’ he declared, and he went 
on, “‘ If they criticize us we will answer with our coats off. It began with 
Pastor NiemGller. If they had not bothered themselves about him he 
would still be preaching to-day. The British don’t realize this. ; 
Germans don’t want so-called good advice shouted down their throats 
continually. . . . There is a feeling that an attempt is being made to 
arouse other countries against Germany. We have become very sensitive 
and have lost our patience. If they beat us with clubs we beat back 
with clubs.” 

The Diplomatisch-Politische Korrespondenz criticized Mr. Hudson and 
Mr. Oliver Stanley for their surprising attacks on German foreign trade 
policy, ‘‘ surprising because they ignored the fact that an Anglo-German 
payments agreement had been signed which provided for an increase in 
trade and for concessions to German trade with certain British possessions 
oversea.” 

Dec. 14.—The D.A.Z. declared that Mr. Chamberlain had placed 
some of his hosts in an impossible position by what he said to the Foreign 
Press Association. The advance copies of the speech made it clear he 
intended to use the occasion to censure the German press. 

Dr. Schacht in London. (See Great Britain. External Affairs.) 

The press, in reporting the Foreign Press Association dinner in 
London, did not mention that the Ambassador and the Chief of the Press 
Department of the Foreign Office absented themselves from it. 

Official circles in Berlin stated that it was Mr. Chamberlain’s criticism 
of the German press which caused the boycott of the dinner ; in particular, 
his reference to a paper which was represented in London by one of the 
hosts. 

Dec. 15.—A trade agreement with Czechoslovakia was signed in 
Berlin. It did not apply to Sudetenland. 

Trade agreement with Rumania. (See Rumania.) 

Dec. 16.—Herr Hitler received the Chinese Ambassador and the 
Minister of the Netherlands, who presented their Letters of Credence. 
Mr. Chien told the Fiihrer that China, with her natural resources, and 
Germany, with her scientific technique, could supplement each other in 
the future, and Herr Hitler replied that the mutual efforts of the two 
countries to extend their cultural relations would be successfully con- 
tinued. He agreed that two countries of different economic structures 
could supplement one another and thus develop their trade relations. 

Dec. 17.—Dr. Schacht’s discussions in London re trade, etc. (S¢¢ 
Great Britain. External Affairs.) 

German military observers were reported to have gone to Bratislava 
and Hust. (See also Czechoslovakia.) 

Dec. 18.—The Vélkischer Beobachter, complaining of anti-German 
agitation in Switzerland, said Germany had a right, as one of the guarantor 
States, to demand from that country that she maintain national neutrality. 
The Reich must “ require from Switzerland that she restrains the 
shameless agitation which has been going on for years against the internal 
policy of Germany, and which has reached intolerable proportions since 
the taking over of Austria and the Sudetenland.”’ 

Dec. 19.—The press published articles supporting Italy’s claims 
regarding Jibuti, the Suez Canal, and Tunis, and semi-official commen- 
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tators warned the French Government against taking up a position which 
would exclude the possibility of a cheap and peaceful agreement. 

M. Bonnet’s statement ve any attempt to take any French territory 
was described as a provocation of Italy. 

Dec. 20.—Official comment on Mr. Chamberlain’s speech was very 
critical of his suggestion that there had been no sign that Germany 
would co-operate in dispelling the threats of war. The Nachtausgabe 
maintained that neither the Opposition nor the Government in Britain 
had yet realized that Germany’s home and foreign policy since Jan. 30, 
1933, had been an unceasing action on behalf of peace. It was Versailles 
that was the enemy of peace ; everything done against Versailles, down 
to the incorporation of the Sudeten Germans in the Reich, had been 
done for the sake of peace. 

If the other side had wanted to do anything for peace ‘‘ they should 
have given Germany equality of armaments, instead of sabotaging 
disarmament. . . . They should have revoked the provisions about the 
demilitarized zone. ... They should have dissolved the Czechoslovak 
State, which even Sir John Simon described yesterday as an error of the 
Peace Treaties. ... They should . . . have abolished all the provisions 
which stand in the way of Germany’s full economic equality of rights 
and given us back our Colonies. . . . Everything that has been done 
to strengthen the internal position of the German people was an action 
on behalf of peace, for in this way Bolshevism was repulsed. . . .” 

Moreover, the Fiihrer had six times announced a great peace pro- 
gramme without France or Britain paying any serious attention. 

Dec. 22.—Herr Hitler’s statement to Mr. Chamberlain ve Memel. 
See Great Britain. External Affairs.) 

An agreement with Czechoslovakia was signed providing that 
cases pending before Czechoslovak Courts at the date of the cession 
should be transferred to German Courts. 

The official News Agency published reports of “ incredible brutality ’ 
by the British towards the Palestine Arab “fighters for freedom.”’ 
Quoting an alleged telegram of protest sent by the ‘“ Arab Palestine 
Committee,” the dispatch stated that rape and looting were the order 
of the day among the British who opposed the Arabs, and a popular 
method of bringing the inhabitants to heel was the riding whip, ‘‘ which 
almost every Englishman carries with him.” 

In an attack on the village of Atril 5 persons were deliberately 
selected and maltreated. ‘“‘ They were beaten over the head and their 
eyes were gouged out.”” Three others were shut up in a shed and then 
burnt alive. 

Dec. 23.—The press criticized President Roosevelt for having 
accepted the “‘ Hebrew Medal,” and asserted that Mr. Ickes was vying 
with Mr. Eden for the position of ‘“‘ War Agitator No. 1.” 

Dec. 25.—Herr Hess, in a broadcast to Germans abroad, said Germany 
had every reason to be thankful to the Lord God for so signally blessing 
the deeds achieved by the Fiihrer in the past year. The people had been 
put to the test, and they had stood up to it. As the result of intensive 
work by everyone an economic system had arisen which had shown itself 
apable of riding the storm. Armaments had literally been stamped 
out of the ground. 

The past year had also tested their friends; they knew that the 
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Duce, with the Italian people, had unreservedly placed themselves at 
Germany’s side in decisions which were difficult for that great man and 
the Italian Empire. 


Great Britain 
INTERNAL AFFAIRS. 


Dec. 20.—In the Commons a Government motion was introduced 
inviting approval of the voluntary basis of the National Service scheme, 
but recommending that its results should be reviewed by Parliament at 
the end of March. 

The Minister of Labour stated that in the event of war the industrial 
side of the nation’s efforts would be even more important than in the 
War of 1914, and therefore dungarees would be prominent as well as 
uniforms. 

Negotiations on the reserved industries were proceeding satisfactorily 
between the Ministry and the representatives of employers and labour 
concerned, and organized labour had already given indications of its 
good-will. 

He denied that there would be conscription, and urged that patriotic 
service could best be rendered by the great majority of persons by 
volunteering for one of the many duties which would be described in the 
Handbook. 

Sir John Anderson, replying to criticisms that the plan was only a 
waiting list, and that it might not really be voluntary, said the Govern- 
ment were alive to the possibility that the scheme in the hands of enthu- 
siastic collaborators might assume some undesirable form. One of the 
chief objects of the Committees which were to be set up was to bring 
public opinion fully to bear on the working of the whole system of national 
service. 

He answered the objection as to the difficulties of completing a 
compulsory register in 3 weeks once war had begun by pointing out that 
a register made beforehand would be of little value owing to the redistri- 
bution of population, which would have to take place if war broke out. 

The Government motion was approved by 270 votes to 9. 

Dec. 21.—Sir John Anderson, in a statement in Parliament, said that 
the preparations against gas attack were far ahead of those of any othe! 
country, and that preparations against incendiary bombs were being 
pressed forward. The next task was to provide protection against high 
explosives. 

This protection would have to be provided as much as possible in 
or near homes and places of employment, and he emphasized that shelters 
proof against a direct hit were not practicable as part of a short-term 
policy. They were not prepared so to adapt their civilization as to com 
pel a large proportion of the population to live and maintain their pro- 
ductive capacity in a troglodyte existence deep underground, but whiat 
could and must be provided was adequate protection against splinte! 
falling débris, and so on. 

The third governing condition was that no public authority could 
protect everyone at public expense ; all who could afford to do so would 
be expected to arrange for their own protection, but the Government 
would give technical advice and guidance. 
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People must be reasonably protected while at work, and that responsi- 
bility rested primarily on the employer. Certain obligations would be 
imposed, by law, on trade and industry, but it was hoped that employers 
would not wait for statutory compulsion. Secondly, for people caught 
in the streets communal! shelters would be provided, and advice had 
already been given as to the types of shelter which could be provided, and 
steps would be taken to accelerate the surveys which local authorities 
had been asked to carry out. Shelters of this kind would primarily 
serve the needs of those caught in the streets, and only in exceptional 
circumstances could they cater for people who were in their homes or at 
their work. “It is not possible,” he said, ‘‘ to contemplate a system by 
which, as a general rule, people at home or at work would rush out, on 
hearing an air-raid warning, at any hour of the day or night to a public 
shelter some distance away. Such a system would lead inevitably to 
panic and confusion. . . .” 

' Sir John then gave some details of the methods and material best 
suited to give protection in private premises of varying types against any- 
thing except a direct hit. The Government would accumulate supplies 
of steel and other equipment, and would bear the whole cost of the material 
for the private shelters. For the smaller type of house they would 
arrange for a supply of the special steel shelters sufficient to give protection 
to 10 million people. The total cost to the Exchequer would be some 
£20 million. 

' A balanced shelter policy was incomplete without the public shelter 
for persons caught in the streets, and those for whom protection could 
not be given in their own homes. The duty of providing these remained 
with the local authorities, but the Exchequer contribution towards the 
cost of the public shelters would amount to several million pounds, and 
the whole programme was designed to give protection for nearly 20 
million people. 

Dec. 22.—Sir John Anderson, replying to questions in Parliament 
ve A.R.P., said local authorities would be heavily burdened if they had to 
provide a complete system of shelters, but pointed out that the Govern- 
ment, by meeting the whole cost of the private shelters for the poorer 
sections of the community, were relieving localities of a substantial part 
of the financial burden and of the responsibility. 

He could not accept the proposition that the whole of the cost of 
air raid precautions should be borne by the State, as that principle 
would be far-reaching and formidable. He reminded the House that the 
policy he had announced was a short-term one, and that he did not exclude 
consideration of a long-term policy. The Government were not treating 
A.R.P. as an ephemeral activity. 


EXTERNAL AFFAIRS. 

Dec. 13.—The German press representatives taking part in the 
Foreign Press Association dinner in London did not attend, and a 
statement from the German Embassy explained that its point of view 
was that it was a matter for regret that members of the Embassy were 
unable to attend, ‘‘ but it should be borne in mind that the German 
journalists in London, as members of the F.P.A., were themselves 
associated with the invitations issued to the guests of the Association. 
Chat being so, it was felt that an embarrassing situation might arise if, 
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in course of the evening, mention were made of subjects which entailed 
criticism of German affairs.” 

Mr. Chamberlain’s speech to the Foreign Press Association. (See 
Special Note.) 

Replying to questions in Parliament on the export trade, Mr. Oliver 
Stanley said that discussions had taken place with certain industries 
as to the possibility of co-ordinated efforts to maintain this trade in face 
of competition. Referring to the Argentine Government’s measures to 
protect their trade from low-price competition, he said the Ambassador 
in Buenos Ayres had been instructed to suggest means to guard against 
the danger of foreign goods being diverted to England for finishing and 
re-exported as U.K. products. 

Mr. MacDonald, speaking in London, said that there were certain 
disintegrating forces at work inside the Commonwealth to-day, adding 
that beyond certain points nationalism could be a disintegrating force. 
He pointed out, however, that the tie of a free and equal partnership 
in a great association was too strong to be broken lightly. 

Dec. 14.—Dr. Schacht arrived in London as the guest of the Governor 
of the Bank of England. 

A meeting was held between Treasury officials and a Czechoslovak 
mission, including the former Finance Minister, on the subject of the 
prospects of the proposed loan to Czechoslovakia. 

Mr. Chamberlain stated in the House of Commons that in the 
Government’s view the undertaking to respect the status quo in the 
Mediterranean embodied in the Agreements with Italy certainly applied 
to Tunis, and that any action which was contrary to the Agreements 
would be a matter of grave concern to them. They could not, however, 
contemplate the possibility of such an attack as suggested (in a question 
asked in the House). 

Mr. MacDonald made a statement in Parliament regarding the 
representations made to the Government that 10,000 German Jewish 
children should be admitted into Palestine. He said that, while the 
Government could not agree to the request, strongly pressed from Arab 
quarters, that Jewish immigration should be completely stopped pending 
the London Conference, since that would prejudice one of the main issues 
for discussion, they could not, for the same reason, agree to the immediate 
admission of 10,000 young Jews. 

That did not mean, however, that the request would be permanently 
refused. If it were desirable that the children should leave Germany 
immediately they could be received in Great Britain, provided the refugee 
organizations guaranteed their maintenance. 

In the Lords, Lord Plymouth gave an assurance of the Government's 
willingness to mitigate the distress of the refugees and promote their 
settlement. He mentioned that the area in British Guiana which had 
been suggested as a possible place for settlement was about 40,000 squart 
miles, and not 10,000 as originally stated. Much of it was land not 
suitable for settlement, but the opportunities offered in the territory 
were certainly worthy of consideration. 

Dec. 15.—Mr. Oliver Stanley stated in Parliament that Great Britain 
certainly did not want a trade war, and the Government believed it was 
better for England and Germany to come to an amicable agreement for 
sharing markets which would enable them both to carry on fair trade 
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at fair prices instead of a ridiculous and ruinous cutting of prices. They 
were hopeful of reaching agreement, to their mutual benefit. It was only 
if they failed to reach agreement that they would find it necessary “‘ to 
use those methods with which we feel it right to arm ourselves.” 

Dec. 17.—Dr. Schacht left London, after discussions with Cabinet 
Ministers and Treasury officials in which he put forward a plan for 
allowing the German Government to trade more with other countries, 
and at the same time allowing them to pay for the expulsion of the Jews 
with a credit given by Great Britain and other countries out of the 
advantages derived from the increased trade. 

Dec. 19.—A Bluebook was published giving the text of the Protocols 
determining the frontiers of Germany and Czechoslovakia, with a map. 
Cmd. 5908. 

Mr. Chamberlain’s statement in Parliament in reply to censure 
motion on the Government’s foreign policy. (See Special Note.) 

The motion of censure was defeated by 340 votes to 143. 

Dec. 20.—The King of Greece left London for Brussels. 

The Chancellor of the Exchequer announced in Parliament that 
there would be immediate restriction as regards certain applications to 
the Foreign Transactions Advisory Committee. In February, greater 
latitude had been allowed, but the Committee had decided, in view of 
present circumstances, that that should cease. 

Financial experts of France, Great Britain, Belgium, and the U.S.A. 
met in London to discuss problems in connection with the financing of 
the refugees from Germany, and in particular to consider suggestions 
made by Dr. Schacht during his visit to England. 

Dec. 21.—An Anglo-Scandinavian Naval Agreement was signed 
in London with Denmark, Finland, Norway, and Sweden. It was based 
on the Naval Treaty of March, 1936. 

During a debate in Parliament on Empire settlement, Mr. MacDonald 
declared that an increase of population and prosperity in the Dominions 
was the best way of all to increase the strength of Great Britain. 

Having recalled that the Government had raised the amount avail- 
able for assisted migration from {1,000,000 to {1,500,000 a year, he 
promised that if this sum were not adequate it would be increased. 
Hitherto Canada and New Zealand had felt that they could not resume 
assisted migration, but Australia had done so this year, and next year 
he anticipated a movement of from 3,000 to 5,000 assisted settlers to the 
Commonwealth besides a number who would go without assistance. 

Mr. MacDonald looked forward to migration on a much greater scale. 
Development of the Dominions was not to be thought of in terms of 
thousands or hundreds of thousands. The ultimate objective must be 
the settlement of millions. 

None of the Dominions, he went on, could support millions simply 
by agricultural and pastoral industries. There must be a development 
of secondary manufactures. 

He considered there was no objection to the migration of foreigners 
to the Dominions, and refugees ought to be accepted. The millions 
needed could not all come from the British Isles. Their birth-rate was 
falling, and “‘ for the highest reasons of Imperial policy we shall have to 
see if measures can be devised to put the birth-rate up again.”’ 

Dec. 22.—In a written reply to a Parliamentary question Mr. 
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Chamberlain stated that Herr Hitler told him at Berchtesgaden that 
he was glad to leave the Memelland as it was so long as the Memel 
Statute was observed by the Lithuanian Government. 

Dec. 23.—It was announced that the War Office denied emphatically 
the allegations against the conduct of British troops in Palestine which 
had appeared in the German press. The statements that prisoners 
had been burnt alive and had their eyes gouged out were untrue. 

Dec. 24.—President of Portugal created a Knight Grand Cross of the 
Order of the Bath. (See Portugal.) 


Hungary 

Dec. 14.—The Minister of the Interior informed Parliament that 
Nazis had attempted a rising on Dec. 1, but had been prevented by the 
police, which learnt of the plan beforehand and broke up Nazi demon- 
strations in the streets. Two people had been killed and 44 wounded 
by the police during the clash. 

Dec. 15.—The Minister of the Interior suspended for 3 weeks the 
Nazi paper Magyarsag. 

Dec. 17.—The Government suspended for 4 weeks the Social-Demo- 
cratic paper Népszava. 

Dec. 18.—The Foreign Minister, in a by-election speech at Ozd, said 
that Hungary’s close friendship with the axis Powers (the phrase “ Rome- 
Berlin axis’’ had been coined by General Gémbés) did not imply that 
she was not anxious to maintain her independence ; both Signor Mussolini 
and Herr Hitler were of opinion that the existence of a strong Hungary 
was in the interests of both Italy and Germany. 

The main object of his foreign policy was to prove to the world that 
no policy could long remain successful in that part of Europe which 
attempted to ignore Hungary or was directed against her. 

Dec. 19.—Count Ciano arrived in Budapest, and was met by the 
Foreign Minister. He was entertained by the Regent. 

Reports ve Hungarian raids into Slovakia. (See Czechoslovakia.) 

Dec. 20.—Czechoslovak reports regarding the activities of Hungarian 
irregulars in Slovakia. (See Czechoslovakia.) 

Speaking at a dinner to Count Ciano the Foreign Minister 
said the aim of their friendship with Italy was the establishment and 
maintenance of a peace based on justice in Central Europe ; the same 
spirit as inspired the Rome-Berlin axis. 

Hungary was inseparably attached to the axis Powers and was 
anxious, therefore, to entertain friendly relations with the States which 
were united by friendly feeling to those Powers. 

Count Ciano said the Vienna award had torn to shreds one of the 
most unjust pages of the Post-War settlement. 

Dec. 21.—The press declared that it was growing more and more 
evident that the principle of ethnical unity offered the most likely 
approach to European reconstruction. 

Dec. 22.—Count Ciano left for Italy. Count Csaky, in a statement 
for the Popolo d’Italia, said Italy was a true and faithful friend, and 
Hungary’s policy of sincere friendship towards Italy was simply the 
policy of the Rome-Berlin Axis along the whole line. 
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Dec. 23.—The Government tabled a Bill “ for the restriction of 
Jewish influence in the economic and cultural life of the Hungarian 
nation.” 

Italian press statement ve foreign policy of Hungary. (See Jtaly. 
k vternal A fairs.) 

Dec. 26.—Rumanian Foreign Minister’s gesture to Hungary. (See 
Rumania.) 


India 

Dec. 19.—The Viceroy, speaking in Calcutta, declared that the unity 
of India was of more importance than ever in face of the changed situation 
in Europe, and urged, therefore, the early realization of the Federal 
scheme. 

The Princes, he said, would shortly receive a revised Instrument of 
Accession, and be asked to signify their decision within an appropriate 
interval. He admitted that many of them were now confronted with 
another vital problem—that of constitutional advance within their own 
domains ; but this was not a matter in which the paramount Power 
would intervene. 


Iraq 

Dec. 26.—The Cabinet resigned, and General Nuri es-Said formed a 
new Government, taking the portfolio of Foreign Affairs himself. Other 
Ministers were: Finance, Seyyid Rustam Haidar; Justice, Mahmud 
Subhi ed-Duftari ; Defence and the Interior, General Taha el-Hashimi : 
and Economics, Omar Nadimi. 


Italy 


INTERNAL AFFAIRS. 


Dec. 14.—The Chamber of Deputies passed a law instituting the 
Chamber of Fasci and Corporations, composed of representatives of the 
‘fhief industries and professions and of members from the artisan class, 
{ employers’ representatives, and the 94 federal secretaries of the Fascist 
Party—one for each Province. 

The last acts of the old Parliament were to pass the anti-Jewish 
law and the law mobilizing the Deputies, irrespective of age, and assigning 
them to front-line units in time of war. 

The Council of Ministers approved the Budget Estimates for 1939-40 
beginning July 1, 1939). The expenditure on the Services was : Army, 
},406 million lire ; Navy, 2,703 millions ; and Air Force, 2,165 millions, 
\ total of 8,274 millions, or £94 million. This was described as the first 
instalment of a sum of 10,000 millions to be spent on increasing armaments 
in view of the “ unavoidable requirements of the situation.”’ 

The total estimated expenditure was 29,316 millions, and receipts, 
24,501 millions, leaving a deficit of 4,755 millions (£54 million). 

Dec. 16.—The Council of Ministers decided that Jews would not be 
lowed to possess agricultural land yielding an income of more than 
},000 lire, or town property with a taxable value of more than 20,000 


‘fé, or to own businesses employing more than 100 persons or serving 


4 military purpose. 
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A decree was issued directing them to cede such excess property to 
an official institution, which would manage it, in return for which they 
would be presented with four per cent. Government bonds. \ 

Dec. 18.—Signor Mussolini formally inaugurated the coal-mining 
centre of Carbonia, in Sardinia. He spoke on the future of the island, 
and referred to the discovery of coal only a year before in a spot almost 
completely deserted. Beneath the soil the “immense wealth of Italy's 
self-sufficiency of coal, in no way inferior to foreign coal,” awaited the 
miners. To-day the new town lay before them, with its 12,000 inhabi- 
tants who, he said, would soon be 24,000. 


EXTERNAL AFFAIRS. 


Dec. 13.—Signor Gayda, writing on Mr. Chamberlain’s statement 
about France and Italy, connected this with Germany’s support for the 
Italian claims and said it would be a lesson to the French not to make 
“ arbitrary drafts on other people’s support,” or to aggravate “‘ problems 
which ought to be left to the sense of responsibility and the reflective 
meditation of Governments rather than to ill-considered impulses and 
prejudices.”’ 

He also declared that Mr. Chamberlain’s statement showed that the 
British Government knew perfectly well that the Italian Government's 
intentions did not threaten the peace of Europe, and were inspired solely 
by the desire for a legitimate safeguarding of fundamental Italian 
interests. 

The Gazzetta del Popolo stated that England and France had got to 
pay for peace. The last word in French policy was always said in 
London, so that if Britain told France to “‘ pay ” in Spain and in Africa, 
she would pay. 

According to the press the Minister in Prague had lodged a protest 
against the ban on the publication in Czechoslovakia of the article in the 
Popolo d’Italia on the failure of the democracies to protect their friends. 

Dec. 14.—M. Bonnet’: :tatement re intimation to Italian Government 
of determination not to yield an inch of territory. (See France. External 
Affairs.) 

The Giornale d'Italia and other papers omitted, in their report o! 
Mr. Chamberlain’s speech, the phrase about the constant talk of the 
advantages of force making it necessary for Great Britain to fill any gaps 
in her defences. The Tribuna omitted the passage about the close 
relations with France, and the Stampa misrepresented it, suggesting that 
Mr. Chamberlain had administered a cold douche to the Quai d’Orsay by 
his statement in Parliament on December 12 re Britain’s treaty obligations 
towards France. 

The official Stefani Agency omitted Mr. Chamberlain’s reference to 
the closeness of relations with France, as well as his criticism of the 
German press. . 

Dec. 15.—The Fascist Party issued an order forbiading Fascists 
from belonging to the French-Italian League of Ex-Soldiers or the French 
Italian Parliamentary Group. 

Dec. 16.—French answers to the claims regarding the Jibuti railwa) 
and Tunis. (See France. External Affairs.) 

Dec. 17.—Relazioni Internazionale, discussing Italian aspirations 
said that they would inevitably be realized; in peace, if the Italian 
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intentions found acceptance by the other side ; by war, if France should 
so decide. “‘ The Italian people know,” it stated, “ that these urgent 
problems will be definitely and completely settled during the coming 
months. . . . The age of questionable compromises is over. No diplo- 
matic negotiations can keep back the dynamic qualities of the Italian 
yeO le.’ , 

si After describing Mr. MacDonald's speech of December 7 in Parliament 
as the greatest piece of hypocrisy of which a politician had ever been 


| cuilty, the paper declared that if France persisted in her present frame 


of mind she would have lost the game, and “ Italy will immediately enter 
into action, and with her the Axis. All barriers will be broken down, and 
all obstacles overcome.” 

Dec. 18.—Count Ciano left for Budapest. 

Dec. 20.—Count Ciano in Budapest, and speeches re friendship with 
Hungary. (See Hungary.) 

Dec. 22.—It was announced that the Government had informed the 
se nch Government that the Agreement of January 7, 1935, must be 

garded as null and void, and that it was consequently incumbent on 
the French Government, by virtue of Article 13 of the Treaty of London, 
1915, to submit fresh proposals for an agreement. 

A Trade Agreement was signed with Rumania, providing for the 
supply by the latter of oil seeds, to be paid for in clearing. 

Statement for the Popolo d'Italia by the Hungarian Foreign Minister. 
(See Hungary.) 

Recognition of annexation of Ethiopia by Canada. (See Canada.) 

Dec. 23.—The Telegrafo, in an article by Signor Ansaldo (who accom- 
panied Count Ciano to Budapest) stated that Hungary had been told at 
the time of the Vienna Award that she must not expect to recover terri- 
tories inhabited by non-Magyar peoples. But the Axis Powers had 
promised to help her to become “a centre of diplomatic crystallization 
of all the States of South-Eastern Europe which wish to be friends of the 
Axis.” Linked with the Axis, Hungary could and should seek agree- 
ments with those of her neighbours who were disposed to adhere to it. 

Dec. 25.—The Voce d’Italia complained that M. Daladier’s visit to 
Tunis was being given the character of a military inspection, and amounted 
to “ provocation.” 

Dec. 26.—The Government received a Note from the French Govern- 
ment in reply to the denunciation of the 1935 Agreement. It recalled 
that soon after its drafting the Italian Chamber expressed its approval 
unanimously, and the Senate by 238 votes to 7. Also that Count Ciano 
had told the French Chargé d’Affaires in March that Italy was not averse 
to an exchange of ratifications. 


Japan 

Dec. 14.—The Naval Estimates for 1939 showed an expenditure of 
53,942,000 yen (£384 million). 

Dec. 16.—The Bureau of East Asiatic Affairs was formally installed 
in premises in Tokyo, with General Yanagawa as Director-General. 
. Statement by Soviet Foreign Commissar re fishing grounds. (See 

S.S.R.) 

Dec. 19.—The Foreign Minister told the foreign press that America’s 

financial aid to China was “‘ a regrettable act,”’ and if it was a political 
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gesture “‘ there will be nothing more dangerous’”’; and he went on to 
refer to the embarrassment and inconvenience which foreigners in China 
would suffer if hostilities were prolonged. He added, however, that his 
criticisms only applied if the loans were intended as hostile gestures 
towards Japan. 

“The Japanese people,” he said, ‘“‘ may regard the present loan 
as really intended as economic pressure by a powerful economic unit, 
and its results will prove quite contrary to what is expected by America. 
At least Japanese people will undoubtedly find new ground for strengthen- 
ing the proposed new order in East Asia.’’ The same applied to a 
British loan. 

Mr. Arita also issued a prepared statement aiming at allaying 
fears regarding the future of foreign rights and interests in the East 
Asiatic bloc which Japan was creating. This referred to Japan’s need, 
and determination, to place herself in a position of economic security, 
i.e., less exposed to economic pressure than her existing one. But this 
bloc or economic unit (Japan, China, and Manchukuo) did not mean the 
exclusion of all interests of other countries, and it need not diminish 
their trade. Even after Japan had marked off the region she intended 
to reserve for exclusive exploitation by the members of the bloc there 
would remain vast fields for economic and commercial activity by other 
Powers. 

Publication of Mr. Arita’s statement by the Embassy in Washington 
(See U.S.A. External Affairs.) 

Dec. 22.—The Prime Minister issued a statement containing the 
terms on which the operations against China would be terminated. 
They were : (1) Chinese recognition of Manchukuo ; (2) Chinese adherence 
to the anti-Comintern Pact ; (3) Consent to the stationing of Japanest 
troops at specified points as an anti-Communist measure and the designa 
tion of Inner Mongolia as a special anti-Communist area; (4) Freedom 
of residence and trade in the interior of China, with facilities for the 
Japanese development of China’s natural resources. 

The statement reiterated that Japan respected Chinese sovereignty, 
but was determined to extirpate the Kuomintang Government. (Chiang 
Kai-shek was not mentioned). 

Japan was prepared to consider the abolition of extra-territorialit 
and the rendition of the foreign Concessions; she did not intend to 
exercise an economic monopoly, and undertook not to limit the interests 
of those third Powers “‘ who grasp the meaning of the new East Asia 
and are willing to act accordingly.” 

If Japan’s true object in conducting the military campaign wer 
fully understood it would be plain that what she sought was neither 
territory nor indemnity for the cost of the operations. 

The Tokyo press attacked Britain and the U.S.A. for their action 1 
granting credits for China, and declared that Russia’s lawiess behaviou! 
over the fisheries dispute was prompted by the British and Americat 


attitude. 


Latvia ) 
Dec. 14.—The Government issued a decree declaring Latvia a neutta! 
State. 
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League of Nations 


Dec. 13.—The Special Committee set up to recommend economies 
in the Budget adopted a report giving it as its opinion that the 1940 
Budget must be 20 per cent. lower than that of 1939. 


Memel Territory 


Dec. 13.—German attitude towards the Memel question. (See 
Germany. External Affairs.) 

Dec. 15.—The Election returns showed that some 59,000 persons 
voted for the German Party and 9,300 for the Lithuanian parties, and 
the Germans secured 25 seats, polling 87-3 per cent. of the total votes. 

The Directorate set at liberty some persons arrested in connection 
with the conspiracy against the Lithuanian Government, and retracted 
its undertaking to arrest others, which it had given to the Government. 


The Netherlands 

Dec. 19.—The former C.-in-C., in an address to military leaders 
including the C.-in-C. in office, said that the frontier defences must be 
further strengthened, and that general conscription was essential. They 
must also have more fighting aircraft. 


Palestine 

Dec. 12.—Two Arabs were sentenced to death in Jerusalem for 
attempting to murder a British officer on Dec. 7. The Mayor of Gaza, 
a relative of the Mufti, was arrested. 

A Jew was murdered at Bethlehem. 

Dec. 13.—Three Arabs were killed by troops when challenged in 

village south of Lake Huleh. 

The Jewish National Council (Vaad Leumi) meeting in Jerusalem, 
expressed grave misgiving over the British Government’s programme 
of discussion with representatives of the Arabs and the Arab States, and 
insisted that, while the Jews were ready to talk with the Palestine Arabs, 
they would never recognize the right of neighbouring Arab States to any 
special status with regard to Palestine affairs. 

Dec. 14.—A British soldier was killed by snipers near Nablus. 

Dec. 15.—Sheikh Mahmud el Ansari, a member of a family at feud 
with the Husseinis, was murdered in Jerusalem. 

The rebels called off the strike of Arab motor-transport drivers. 

An Arab Customs guard and another guard were seriously wounded 
at Semakh. 

Dec. 16.—A British soldier was killed and 2 seriously wounded by a 
land mine on the Nablus-Tulkarm road. An Arab evading arrest was 
killed by troops searching a village near Nablus. 

Dec, 18.—Troops engaged a rebel band east of Hebron and inflicted 
heavy casualties, including 30 killed. 

The eldest Sheikh of the Haram-esh-Sherif was shot dead in the 
old City. He was an opponent of the Husseini family. 

A meeting of 4,000 Arabs from 16 villages, and stated to represent 
0,000 people, was held at Hebron, having been called by Fakhri Bey 
Nashashibi to demonstrate their loyalty to Great Britain. General 
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O’Connor, the District Commissioner of Jerusalem, and other official: 
were received by the Sheikh of a neighbouring village, who declared that 
the terrorized Arab press did not represent the true feelings of the people, 
which were abhorrence of the campaign of murder carried on by Abdu! 
Raziq under the orders of the rebel leaders in Damascus and Beirut 
and loyalty to Great Britain, which alone was able to assure the prosperity 
and security of the country. ; 

The Sheikh attacked the Mufti and his followers for using the 
opportunity to get rid of their political enemies, of whom over 200 had 
been killed. 

A British policeman was killed by the overturning of a police car 
on the Acre-Safed road. A Jew was killed near Athlit in an attack on 
a bus, and a Jewish engineer was killed at Sarafend. 

Dec. 20.—The Mayor of Jenin, accompanied by the Mufti and 20 
town councillors, called on the District Commissioner to express their 
readiness to co-operate with the Government for the peace and good 
order of the town. 

Troops engaged a band of rebels on the road between Tiberias and 


Nazareth and killed ro. 

Dec. 22.—The Commissioner for Migration received a delegation o! 
the Association of German and Austrian Settlers, who appealed to be 
allowed to register the names of their relatives in Germany whom the) 
wished to bring to Palestine. They asked for their admission as an act 
of grace. 

Dec. 23.—Fakhri Bey Nashashibi published a lengthy statement o/ 
his case against the Mufti. A member of his family was attacked, and 
the threat of disturbances at Jaffa, where he had planned a demonstration, 
caused a state of tension, and a curfew was imposed. 

A Christian Arab was shot dead at Nazareth, and two Arabs were 
killed near Zichron Yaakov. An unsuccessful attempt was made to 
bomb the house of Diab Nashashibi. 

Dec. 24.—A nephew of Fakhri Bey was wounded, and more attempts 
were made to bomb Diab’s house. At Haifa a Jew was murdered, and 
at Semakh a Jewish lorry driver was fatally wounded. 

Dec. 26.—The British manager of the Ottoman Bank in Jerusalem 
was kidnapped. At Jerichoa member of a well-known Arab landowning 
family was murdered, and an Arab policeman and a Jew were murdered 


ii Jerusalem. 


Peru 

Dec. 13.—Mr. Hull, in a broadcast in Lima, said that “ the American 
nations were keenly aware of the threat to their principles and institutions 
which has arisen elsewhere in nations holding alien ideas which the! 
seek to impose by force or extend by deception.” He understood the 
prevailing atmosphere at the Conference to mean that the Atoerica! 
countries were determined to defend “ these principles and institutions 
of their own choice.”’ 

Dec. 18.—Mr. Landon, in a broadcast, said that “‘ agents of totalitarian 
Powers are busy spreading propaganda all over Central and South 
America to the effect that these countries cannot count on the continult) 
of United States policy.” He then emphasized that there was 0 
policy which the people of the United States had pursued for over : 
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century—‘‘ that the United States will not tolerate any foreign Govern- 
ment’s gaining a foothold on this continent. . . . Never for one moment 
have we faltered in that doctrine. This historic policy is not going to 
be changed, no matter what party is in power.’’ (Mr. Landon had been 
the Republican candidate in the Presidential election of Nov., 1936.) 

Dec. 21.—The Conference referred for further consideration by 
authorities on the codification of international law, projects for the 
formation of an American League of Nations. 

Dec. 23.—The Conference recorded its conviction “that all per- 
secutions from religious or racial motives, which place a number of 
human beings in a position where it is impossible to obtain a decent 
livelihood, are contrary to all its politics and juridical rules.” 

It also affirmed its adherence to a policy of non-recognition of 
territory acquired by force. 

Dec. 26.—The Conference ended after adopting a declaration on 
American solidarity, officially entitled ‘‘ The Declaration of Lima.” It 
declared that the solidarity of the 21 Governments was based on the 
‘identity of principles”’ which created their “ spiritual unity,” and 
defined these principles as “‘ the desire for peace, respect for international 
law, equality of sovereignty, and respect for individual liberty without 
prejudice of race or religion.”’ ' 

It declared that “‘ the nations assembled, faithful to these principles, 
and to their absolute sovereignty . . . reaffirm their decision to maintain 
them and defend them against all foreign intervention or activity that 
may threaten them.” 

It proclaimed their intention, “‘ if the peace or security or territorial 
integrity of one of the American Republics is threatened,” to make their 
solidarity effective by “ the co-ordination of their respective sovereign 
wills, by consultation, by conventions, and, finally, by the adoption of 
measures advisable in the circumstances—each Government acting in- 
dependently as a sovereign State.” 


Poland 


Dec. 18.—Representations to Czech Government ve Ukrainian 
organization. (See Czechoslovakia.) 

The Warsaw press, in an inspired article, said that certain circles 
in Czechoslovakia were now, despite bitter experience, deceived by fresh 
illusions—by the idea of creating a Ukrainian State at the expense of 
~ Russia, Poland, Rumania, Hungary, and Northern Slovakia 

uthenia). 

“ Responsible statesmen in Czechoslovakia are urged,”’ it went on, 
_to pause and consider whither such tendencies may lead their 
mate... 

The Municipal elections were held in 52 towns, including Warsaw, 
Lodz, and Cracow. In Warsaw the National Unity Camp (Ozon) returned 
39 town councillors ; the Socialist Party 27 ; the Jews 19 ; and the Right 
Wing Nationalists 15. In Lodz, the industrial capital, the Socialists 
secured 35 seats out of 82. 

__ The Socialists were more successful than was expected, and the 
Right Wing Nationalists lost ground. 
Dec. 21.—It was learnt that the Ukrainian Autonomy Bill had 
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been rejected by the Speaker of the Seym on the ground that it would 
involve an alteration of the Constitution. 

Dec. 23.—Announcement of trade agreement with Russia. (Sy: 
U.S.S.R.) The Government expelled roo Czechoslovak citizens from 
Poland as a reprisal for the expulsion of Poles a few days earlier. Protest 
to the Prague Government against anti-Polish propaganda. (See Czecho- 
slovakia.) 

Dec. 26.—The Government expelled a further 200 Czechs, on the 
ground that the Czech authorities were systematically maltreating the 
Polish inhabitants of the border area remaining in Czechoslovakia after 
the cession of Teschen. 


Portugal 

Dec. 14.—The Prime Minister, speaking as Foreign Minister at a 
dinner to the British Minister and the members of the British Service 
Mission, said that the most beneficial results and a closer friendshi 
between the two countries might certainly be expected from the visit 
of the Mission. 

Portugal could not forget that she had considerable interests in 
various parts of the world, the defence of which she must seek through 
improving her own defences and through guarantees deriving from her 
friendships, especially the Anglo-Portuguese alliance. 

He said he hoped the work accomplished by the Mission was only 
a beginning. 

Dec. 24.—The British Ambassador presented to President Carmona 
the insignia of a Knight of the Bath and, in a speech, said that the pre- 
sidential visit to the Colonies was regarded in England as of great im- 


portance, as in Portugal. He referred to the great interest taken by J 
King George VI in the visit of the British Mission, and in other joint 


activities of the British and Portuguese peoples. 

General Carmona said the honour conferred on him recalled the 
bonds of friendship between two countries united by a similar desire to 
work for order and peace, and was a tribute to the efforts made in Portuga! 
to contribute to peaceful progress throughout the world. 


Rumania 

Dec. 15.—A new political party was formed, named the Party 0! 
National Regeneration. It was composed of 5 members from eaci 
of the former parties—the Liberals, National Peasants, Cuzists, and thi 
Rumanian Front (Dr. Vaida Voyvod’s party), together with all the 
Crown Councillors. 


The Crown Council decided that every facility for emigrating shoul f 


be given to those Jews whose claim to citizenship had not been establishe¢ 
at the recent revision. 

A Trade Agreement with Germany was signed in Bucharest, )) 
which Germany undertook to take goods to a value of 10,000 million 
lei (say £1,538,000) of which 25 per cent. would consist of oil or oil products 

The value of the mark was fixed for purchases by Rumania at 40°} 
lei, and for purchases by Germany at 41°5 lei. 

Dec. 21.—M. Gafencu was appointed Foreign Minister, in successi0" 
to M. Petrescu-Comnen, who was appointed Ambassador to the Vatica! 
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The release was announced of 130 Iron Guards who had undertaken 
to renounce the organization and its programme. 

Dec. 22.—Signature of trade agreement with Italy. (See Italy. 
External Affairs.) 

Dec, 26.—The Foreign Minister, on assuming office, telegraphed to 
the Hungarian Foreign Minister, assuring him that he was anxious to co- 
operate in promoting good relations between the two countries. 


South Africa 


Dec. 23.—Mr. Pirow told the press on his arrival from Europe that 
he was satisfied with the results of his journey as far as South African 
defence was concerned. Great Britain had promised to give preference 
to orders for their most urgent military needs, and had fully approved 
their policy regarding participation in war. 


Spain 
INTERNAL AFFAIRS. 

Dec. 15.—An official communiqué announced the arrest and con- 
viction in Barcelona for spying of some 200 members of General Franco’s 
“White Aid’ and secret services. They had all been condemned to 
death, and a further large number had been sentenced to long terms of 
imprisonment. 

Dec. 21.—The Burgos authorities arrested a number of people at 
San Sebastian on suspicion of espionage. According to some reports 
nearly 1,000 people had been arrested in Burgos and other towns during 
the previous week. 

Dec, 22.—Reports were current of unrest at Segovia and in Galicia, 
and of the arrest of ringleaders of a revolt against General Franco. 

Dec. 23.—An attack by General Franco’s forces in the Tremp sector 
was stated by the Republicans to have failed. An attempt to cross the 
Segre between Lerida and Balaguer was also repulsed. 

Salamanca reports claimed that the Republican lines had been 
broken in 4 places, and 2,000 prisoners captured. 

Dec. 24.—Madrid was shelled, but few casualties were reported. 
Heavy fighting occurred south of Lerida in the Seros sector, where the 
insurgents advanced several miles from the left bank of the Segre. North 
of Lerida they were stated to have been repulsed by the Republican forces. 

Dec, 25.—Borjas Blancas, on the Lerida-Tarragona road, was raided 
twice, and an air attack was also made on Pons, east of Camarassa, 30 
people being killed. 

Dec. 26.—The insurgents’ progress in the Seros sector resulted in 9 
villages being occupied, and positions being established near Granadella. 


EXTERNAL AFFAIRS. 


Dec. 13.—The Burgos Government, in a Note communicated to 
the British Governmert, stated that the suggestion that foreign aviation 
had intervened in any of the air attacks on “ true military objectives ’ 
in Republican territory was untrue. The Nationalist aircraft had 
confined themselves strictly to such objectives. 

_ It maintained that the civil population was kept in the neighbourhood 
ot military objectives ‘‘ in pursuance of a pre-arranged plan to use the 


victims as material for propaganda.”’ 
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The Republicans had themselves carried out 2,091 bombardments 
of 373 open towns, and caused 18,983 victims, a list which excluded the 
more recent examples at Toledo and elsewhere. 

General Franco agreed to release the 110 remaining British prisoners 
for a similar number of Italians. 

Dec. 15.—The Burgos Government issued a Decree restoring ful] 
rights of citizenship to King Alfonso, and revoking the law passed by 
the Cortes on November 26, 1931, as well as later laws depriving him 
of his rights and of his private property. 

Dec. 21.—The Foreign Ministry at Burgos issued a statement 
announcing that the Military Intelligence Service on the French frontier 
had found, in the Consular bag despatched by the British Consulate at 
San Sebastian, documents intended to inform the enemies of Nationalist 
Spain of the course of future operations. Investigations being made 
appeared to prove the existence of a network of espionage which used 
the Consular organization as the channel of communication with the 
enemy. 

The British Agency at Burgos had shown every desire to clear up 
the matter, and had given every possible facility to the authorities in 
their investigation. 

It was learnt that the package, containing maps, money, and docu- 
ments, was addressed to a Spanish employee at the British Embassy at 
St. Jean de Luz, who had at once been dismissed. 

Many arrests were made, including that of a Spanish concierge at 
the British Consulate at San Sebastian. He later committed suicide. 

Announcement of provision of wheat to both sides in Spain by 
American Red Cross. (See U.S.A. External Affairs.) 


THE POWERS AND NON-INTERVENTION. 


Dec. 20.—Some 500 more foreign volunteers, from 12 countries, left 
the country for France on their way home. They all came from Catalonia. 

Dec. 22.—-The Burgos administration, in a Note addressed to the 
British Government, alleged that torpedoes and ammunition from French 
sources had been supplied to the Republican Government’s destroyer 
José Luis Diez, which was under repair at Gibraltar. Her crew had been 
made up with French sailors disembarked from several French destroyers 


U.S.A. 
INTERNAL AFFAIRS. 
Dec. 23.—The Navy Department announced that the recent 
created Atlantic Squadron would be on a permanent basis until changed 


EXTERNAL AFFAIRS. 


Dec. 13.—The President received Mr. Eden. 

Dec. 14.—A third Note from the Government was handed to the 
German Government expressing the hope that discrimination would 
not be used against American Jews living in Germany. 

Dec. 15.—The Reconstruction Finance Corporation announced that 
credits by the Export and Import Bank to the Universal Trading Corpora- 
tion of New York had been authorized to the extent of $25 million for 
the purchase of farm goods and manufactured products for China. The 
loan was guaranteed by the Bank of China. 
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Dec. 16.—Mr. Kennedy, on arriving in New York from London, 
stated that the anti-Jewish campaign in Germany was “ the most terrible 
thing I have ever heard of,’’ and went on, “ I'll probably lose my job for 

saying that, but let it stand. You might also say that I am only sharing 
the se “ntiments of our President.” 

After saying that he had never met any pro-Germans in England, 
Mr. Kennedy referred to the Munich Pact and went on, “ No results have 
been accomplished yet in the way of appeasement. It is difficult to 
predict its ultimate outcome. More than ever, however, I am of opinion 
that if war comes we must stay out of it. 

‘ There were two alternatives to the Munich Agreement. One was 
economic chaos; the other was war. If it is possible to do anything 
better than war, there is every justification for trying.” 

Dec. 18.—Mr. Landon’s broadcast at Lima ve U.S. policy towards 
the other countries in the Western Hemisphere. (See Peru.) 

Mr. Ickes, the Secretary of the Interior, speaking at Cleveland, 
said that Germany’s treatment of the Jews could be compared only to 
‘a period of history when man was unlettered, benighted, and bestial.”’ 
lt was an insult to the Middle Ages to compare modern totalitarianism 
‘o conditions in those days. 

Referring to the acceptance of German decorations by Mr. Henry 
Ford and Col. Lindbergh, he said, ‘‘ How can any American calling him- 
elf a Christian accept decorations from the hands of a brutal dictator 
who with the same hands robs and tortures thousands of his fellow 
humans ? ”’ 

Dec. 19.—The Secretary of the Treasury announced that the agree- 
ment of 1937 whereby China was enabled to borrow dollars from the 
U.S. Treasury temporarily, to pay for purchases, had been extended 
indefinitely. He added that China had a quantity of gold in the United 
states, which could be used as security. 

Japanese Foreign Minister’s statement ve loans to China. (See 
apan.) 

The Japanese Embassy published a translation of Mr. Arita’s state- 
ment. 

Dec. 21.—The Acting Secretary of State announced that the Surplus 
Commodities Corp. (a Government agency) would provide the American 
Red Cross with 500,000 bushels of wheat a month for 6 months for 
mpartial distribution in Spain. The charge for it would be nominal. 


Dec. 22.—The Acting Secretary of State gave the press a summary 
if an interview he had had with the German Chargé d’Affaires, who had 
entered a protest against the speech of Mr. Ickes. He had refused to 
accept the protest and told the Chargé d’Affaires that the German 
vovernment must surely be familiar with the fact that the policy recently 
yy d in Germany had shocked and confounded public opinion in the 

S.A. more profoundly than anything which had taken place in many 
decades. Such references to this state of public indignation as might 
have been made certainly represented the feeling of the overwhelming 
majority of the people of the country. 

He had also pointed out that it seemed to him that the desire of the 
‘erman Government to make the protest came with singularly ill grace. 
‘or some months he had been reading the German papers, and he had 
rarely read more unjustifiable criticism or open attacks on members of 
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another Government than had been made in the German press—and the 
Chargé d’Afiaires could hardly dispute that it was completely under the 
domination of the Government authorities—in their recent attacks on 
the President of the United States and members of the Cabinet. 

The criticism of Mr. Ford and Col. Lindbergh was a purely domestic 
question, such as he would not agree to discuss with a representative of 
any foreign Government. 

Senator Pittman, Chairman of the Senate Foreign Relations Com- 
mittee, issued a statement reading: “(1) The people of the United 
States do not like the Government of Japan. (2) They do not like the 
Government of Germany. (3) They are, in my opinion, against any form 
of dictatorial government, Communist or Fascist. (4) They have the 
right and power to enforce morality and justice in accordance with the 
Peace Treaties with us, and they will. Our Government does not have 
to use military force, and will not unless it is necessary.” 


U.S.S.R. 


Dec. 16.—M. Litvinoff was understood to have informed the Japanese 
Ambassador that, for strategic reasons, the Soviet Union would withhold 
40 fishing grounds from any new convention which might be conclu 
with Japan. (They comprised some Io per cent. of the area covers by 
previous conventions.) 

It was pointed out in Moscow that the Japanese Vice-Minister for 
Foreign Affairs had recently stated that Japan was preparing to wage 
war against the U.S.S.R. 

Dec. 23.—A trade agreement with Poland was announced, providing 


for large increases in the traffic between the two countries, and the regula- 
tion of the balance of trade by the clearing system. 


Switzerland 
Dec. 18.—German warning to Switzerland to stop propaganda 


against her internal policy. (See Germany. External Affairs.) 


Vatican City 

Dec. 24.—The Pope, replying to good wishes from the Cardinal and 
Prelates of Rome, said he felt “‘ grave preoccupations and bitter grief” 
at the ‘‘ manifold vexations’”’ which were being directed against the 
Catholic Action, ‘‘ that well-known apple of my eye.” He referred to 
the closing of its offices and confiscation of its archives in several cities, 
including Turin, Venice, and Bergamo. 

He also expressed his distress at ‘‘ the recent apotheosis in this very 
city of Rome of a cross hostile to the Cross of Christ, and the injury done 
to the Concordat by the restriction of marriages contained in the Fascist 
law ‘ for the defence of the race.’ ”’ 


Yugoslavia 
Dec. 21.—The Prime Minister submitted the resignation of the 


Cabinet to the Regent, who asked him to form a new one. He did 80, 
retaining the portfolio of Foreign Affairs himself, and appointing M. 
Achimovitch (Liberal) as Minister of the Interior ; and Dr. Krek, Minister 


of Public Works. 
Five Ministers left the Cabinet, including Father Koroshetz. 
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